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COMMISSIONERS

MIKE GLEASON . Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES

GARY PIERCE

Executive Director

ARIZONA CORPORATION COMMISSION

DATE: NOVEMBER 9, 2007

DOCKET NO : T-04312A-05-0295

TO ALL P ARTIES :

Enclos e d ple a s e  find the  re comme nda tion of Adminis tra tive  La w J udge  Yve tte  B.
Kinsey. The  recommenda tion has  been tiled in the  form of an Order on:

VALUTEL COMMUNICATIONS , INC.
(CC&N RES ELLER)

Pursuant to A.A.C. R14-3-1 l0(B), you may file  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

NOVEMBER 19, 2007

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Cornlnission's  Working Session and Open Meeting to be  he ld on:

NOVEMBER 27, 2007 a nd NOVEMBER 28, 2007

For more information, you may contact Docket Control at (602)542-3477 or the Hearing
Division at (602)542-4250. For information about the Open Meeting, contact the Executive
Director's Office at (602) 542-3931 .
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BEFORE THE ARIZONA CORPORATION COMMISSION

MIKE GLEASON - Chairman
WILLIAM A. MUNDELL
JEFF HATCH-MILLER
KRISTIN K. MAYES
GARY PIERCE

DOCKET NO. T-04312A~05-0295IN THE MATTER OF THE APPLICATION OF
VALUTEL COMMUNICATIONS, INC., FOR
APPROVAL OF A CERTIFICATE OF
CONVENIENCE AND NECESSITY TO PROVIDE
RESOLD LOCAL EXCHANGE AND RESOLD
LONG DISTANCE TELECOMMUNICATIONS
SERVICES IN ARIZONA.

DECISION no.

1

2
3 COMMISSIONERS

4

5

6

7

8

9

10

11

12

13

14

ORDER

Open Meeting
November 27 and 28, 2007
Phoenix, Arizona

BY THE COMMISSION:

FINDINGS OF FACT

15

16 Having considered the entire record herein and being fully advised in the premises,  the

17 Arizona Corporation Commission ("Commission") finds, concludes, and orders that:

18

19
1.

20

21

22

23

24

25

26

27

28

On April 18, 2005, Va1uTel Communications, Inc. ("ValuTel" or "Applicant") filed

with the Commission an application for a Certificate of Convenience and Necessity ("Certificate") to

resold local exchange telecommunications services and resold long distanceprovide

telecommunications services, in Arizona.

2. Notice of the application was given in accordance with the law.

3. On April 27, 2005, Staff filed its first set of Data Requests.

4. On May 2, 2006, by Procedural Order, Staff was directed to make a filing updating the

Commission on the status of this matter and to indicate whether the matter should be administratively

closed.

S/H/ykinsey/telecom/order/050295ord
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1 On Ma y 30, 2006, S ta ff file d a  Re que s t for a n Exte ns ion of Time  to submit upda te d

2 informa tion re ga rding the  Applica nt's  a pplica tion.

3 6. On J une  1, 2006, by P roce dura l Orde r, S ta ffs  re que s t for a n e xte ns ion of time  wa s

4 granted and Sta ff was directed to file  its  upda te  by July 17, 2006.

5 7. On  J u ly 17 , 2006 , S ta ff file d  its  upda te  re comme nding  tha t th is  ma tte r no t be

6 adminis tra tive ly closed.

8. on December 12, 2006, S ta ff filed its  Second Se t of Data  Requests .

9. On February 6, 2007, Applicant filed responses  to S ta ffs  da ta  requests .

10. On  J une  15 , 2007 , App lica n t file d  s upp le me n ta l in fo rma tion  in  s upport o f its

7

8

9

10 a pplica tion.

11 11. O n  Au g u s t 2 ,  2 0 0 7 ,  S ta ff file d  its  S ta ff R e p o rt re c o m m e n d in g  a p p ro va l o f th e

12 Applica nt's  a pplica tion s ubje ct to ce rta in conditions .

13 12. On S e p te mbe r 21 , 2007 , the  He a ring  Divis ion  in itia te d  a  te le phonic  confe re nce  to

14 dis cus s  s e ve ra l is s ue s  ra is e d in S ta ffs  Re port.

15 13. O n  S e p te m b e r  2 6 ,  2 0 0 7 ,  b y P ro c e d u ra l O rd e r ,  S ta ff wa s  d ire c te d  to  t ile  a

16 S upple me nta l S ta ff Re port cla rifying one  of its  re comme nda tions .

17 14. O n  O c to b e r 1 ,  2 0 0 7 ,  S ta ff file d  it s  S u p p le m e n ta l S ta ff R e p o rt  c o n t in u in g  to

18 re c o m m e n d  a p p ro va l o f Va lu Te l's  a p p lic a tio n  s u b je c t to  c o n d itio n s  a n d  c la rifyin g  o n e  o f its

19 re comme nda tions .

20 15.

21 16.

22 17.

23 va rie ty of ca rrie rs  for re s a le  to its  cus tome rs .

24 18. In  De c is io n  No .  5 8 9 2 6  (De c e m b e r 2 2 ,  1 9 9 4 ),  th e  C o m m is s io n  fo u n d  th a t re s o ld

25 te le communica tions  provide rs  ("re s e lle rs ") a re  public  s e rvice  corpora tions  s ubje ct to the  juris dic tion

Va 1uTe l is  a  fore ign corpora tion a uthorize d to tra ns a ct bus ine s s  in Arizona .

Va luTe l is  in good s ta nding with the  Arizona  Corpora tion Commis s ion.

Applica nt is  a  s witchle s s  re s e lle r tha t purcha s e s  te le communica tions  s e rvice s  from a

26 of the  Commis s ion.

27 19. Va 1uTe 1 provide s  te le communica tions  s e rvice s  in Ne w Me xico a nd is  ce rtifie d to

28 provide  te le communica tions  se rvice s  in Te xa s .

5.

2 DECIS ION no.
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1 20.

2 this  a pplica tion.

3 21. Va lu Te l p ro v id e d  u n a u d ite d  fin a n c ia l s ta te m e n ts  s h o win g  a s s e ts  o f $ 2 7 0 ,1 7 2 .8 7 ;

4 e quity of $120,624.41,  a nd a  ne t incom e  of ne ga tive  $3 ,887.04,  for the  ye a r e nding De ce m be r 31 ,

5 2006.

6

Va1uTe1 possesses  the  technica l capabilitie s  to provide  the  se rvices  it is  reques ting in

22.

(a ) Th a t Va lu Te l c o m p ly with  a ll C o m m is s io n  R u le s ,  O rd e rs  a n d  o th e r
re quire me nts  re le va nt to the  provis ion of the  intra s ta te  te le communica tions
se rvices ,

(b) Tha t Va luTe1 abide  by the  qua lity of se rvice  s tanda rds  tha t we re  approved by
the  Commiss ion for Qwes t in Docke t No. T-01051B-93-0183,

(c) Tha t Va luTe l be  prohibite d from ba rring a cce ss  to a lte rna tive  loca l e xcha nge
se rvice  provide rs  who wish to se rve  a rea s  whe re  Va1uTe l is  the  only provide r
of the  loca l exchange  se rvice  facilitie s ,

(d) Tha t Va1uTe l be  required to notify the  Commiss ion immedia te ly upon changes
to its  name, address or te lephone number,

(e ) Tha t Va luTe l coope ra te  with Commis s ion inve s tiga tions  including, but not
limite d to cus tome r compla ints ,

(f> Tha t a lthough S ta ff cons ide re d the  fa ir va lue  ra te  ba se  informa tion submitte d
by Va luTe l, the  fa ir va lue  informa tion provide d s hould not give n s ubs ta ntia l
we ight in this  a na lys is ;

S ta ff recommends approva l of Va1uTe1's  applica tion for a C C &N to provide  intra s ta te

7 te le communica tions  se rvice s  subje ct to the  following conditions :

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

(8) Tha t if Va luTe l des ire s  to collect advances , depos its  and/or prepayments  from
its  cus tome rs  in the  future , Va luTe l s hould be  re quire d to file  a n a pplica tion
with the  Commiss ion for a pprova l a nd such a pplica tion should re fe re nce  a ny
De cis ion in this  docke t,

23

24
(h) Tha t Va luTe l offe r Ca lle r ID with the  ca pa bility to toggle  be twe e n blocking

and unblocking the  transmission of the  te lephone  number a t no charge ;

(i) Tha t Va luTe l o ffe r La s t Ca ll Re tu rn  s e rvice  tha t will no t re tu rn  ca lls  to
te lephone  numbers  tha t have  the  privacy indica tor activa ted, and

25

26

27

28

U) Tha t Va luTe l rece ive  authoriza tion to discount its  ra te s  and se rvice  cha rges  to
the  margina l cos t of providing the  se rvices .

3 DECIS ION NO.
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1 23. S ta ff furthe r re comme nds  tha t Va luTe l be  orde re d  to  comply with  the  fo llowing

2 conditions  a nd if it fa ils  to do s o, Va luTe 1's C C &N s hould be  cons ide re d null a nd void a fte r due

3 process.

4

5

6

7

8

9

10

l l

1 2

13

14

15

16

17

18

19

20

a. Tha t Va luTe l docke t conforming ta riffs  for e a ch s e rvice  within its  CC&N within 365

days  of a  Decis ion in this  ma tte r or 30 days  prior to the  provis ion of se rvice , whichever comes

firs t. The  ta riffs  submitte d by Va luTe l should coincide  with the  a pplica tion in this  ma tte r a nd

state  that Va1uTe1 does not collect advances, deposits and/or prepayments from its  customers.

b . Tha t Va luTe l:

1).

21

22

23

24

25

26

27

24.

28

P rocure  a  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit in the

a mount of $25,000. The  minimum pe rforma nce  bond or irre voca ble  s ight dra ft le tte r

of credit amount of $25,000 should be  increa sed if a t any time  it would be  insufficient

to cove r advances , depos its  and/or prepayments  colle cted from Va luTe l's  cus tomers .

The  pe rformance  bond or irrevocable  s ight dra ft le tte r of credit should be  increased in

incre me nts  of $l2,500, a nd the  incre a s e  s hould occur whe n the  tota l a mount of the

a dva nce s , de pos its  a nd/or pre pa yme nts  is  within $2,500 of the  pe rforma nce  bond or

irrevocable  s ight dra ft le tte r of credit amount.

2). Docke t proof of the  pe rformance  bond or irrevocable  s ight dra ft le tte r of credit

within 365 days  of the  e ffective  da te  of an Orde r in this  ma tte r or 30 days  prior to the

provis ion of s e rvice , whiche ve r come s  firs t. The  pe rforma nce  bond or irre voca ble

s ig h t d ra ft le tte r o f c re d it s h o u ld  re ma in  in  e ffe c t u n til fu rth e r O rd e r o f th e

Commis s ion.

On Octobe r 15, 2007, Va luTe l filed a  Response  to S ta ff' s  Supplementa l S ta ff Re port

objecting to Staff' s  recommendation of a  $25,000 bond amount as  too excessive .

25. Although  Va luTe l's  ta riff s ta te s  it will no t co lle c t a dva nce s ,  de pos its ,  a nd /o r

prepayments  from its  customers , it is  requesting authority to provide  loca l exchange  se rvices .

26. Loca l exchange  customers  pay the ir monthly service  charges  in advance  and therefore ,

the  Commiss ion require s  tha t a ll loca l exchange  ca rrie rs  procure  a  pe rformance  bond or irrevocable

s ight dra ft le tte r of cre dit, including re s e lle r loca l e xcha nge  ca rrie rs , procure  a  minimum $25,000

4 DECIS ION NO.
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1 performance bond or irrevocable sight draft letter of credit to protect customers. Therefore, ValuTel

2 should be required to procure a $25,000 performance bond or irrevocable sight draft letter of credit to

3 protect its resold local exchange customers.

4 27. ValuTel will be providing service in areas where it will have to compete with other

5 incumbent local exchange carriers ("ILE Cs"), competitive local exchange carriers ("CLEcs") and

6 interexchange carriers providing telephone service.

7 28. ValuTel will not be able to exert any market power in the areas it is requesting to serve

8 and the competitive process will result in rates that are just and reasonable.

9 29. ValuTel's proposed rates are for competitive services.

10 competitive services are not set according to the rate of return regulation.

11 30. ValuTel's fair value rate base ("FVRB") is zero.

12 31. Staff reviewed the rates to be charged by ValuTel and determined they are just and

13 reasonable as they are comparable to other CLECs and ILE Cs operating in Arizona.

14 32. ValuTel has requested that its telecommunication services in Arizona be classified as

15 competitive.

16 33. Staff recommends that  ValuTel's proposed resold local exchange and resold

17 interexchange telecommunications services be classified as competitive because ValuTel will have to

18 compete with new CLECs, ILE Cs hold a virtual monopoly in the local exchange market; there are

19 alternatives to ValuTel's services, ValuTel will have to convince customers to purchase its services,

20 and ValuTel will therefore have no market power in those local exchange or interexchange service

21 markets where alternative providers to telecommunication services exist.

22 34. ValuTel has not had an application for service denied or revoked in any state, and

23 there have been no formal complaint proceedings and no civil or criminal proceedings involving

24 ValuTel.

25 35. Applicant indicated that none of its officers, directors or partners have been involved

26 in any civil or criminal investigations, formal or informal complaints. Additionally, Applicant

27 indica te d tha t none  of its  office rs , dire c tors  or pa rtne rs  ha ve  be e n convic te d of a ny crimina l acts in

28 the  pas t ten years  .

In general, rates for

5 DECISION no.
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1

2 Arizona .

36. The  Cons ume r S e rvice s  Divis ion s howe d no compla ints  file d a ga ins t Va 1uTe 1 in

3 37. S ta ff's  re comme nda tions , a s  se t forth he re in a re  re a sona ble  a nd should be  a dopte d,

4  a nd  s hould  include  tha t Va luTe 1  s hould  be  re qu ire d  to  file  the  o rig ina l pe rforma nce  bond  or

5 irre voca ble  s ight dra ft le tte r of cre dit, in a  form a cce pta ble  to S ta ff, with the  Commiss ion's  Bus ine ss

6 Office  a nd copie s  of the  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit with Docke t

7 Control, a s  a  compliance  item in this  docke t, within 30 days  of a  Decis ion in this  ma tte r.

38. The  ra te s  proposed by this  filing a re  for compe titive  se rvices .8

9

10 1. Applica nt is  a  public s e rvice  corpora tion within  the  me a ning of Article  XV of the

11

12 2.

13 3. a

14 CC&N to provide  compe titive  te lecommunica tions  se rvices .

4. The  Commis s ion  ha s  ju ris d ic tion  ove r App lica n t a nd  the  s ub je c t ma tte r o f the

CO NCLUS IO NS  O F LAW

1 5

1 6 a pplica tion.

17 5. P urs ua nt to Article  XV of the  Arizona  Cons titution, a s  we ll a s  the  Arizona  Re vis e d

18 Sta tute s , it is  in the  public inte re s t for Applicant to provide  the  te lecommunica tions  se rvice s  se t forth

19 in its  a pplica tion.

20 6. P ursua nt to Article  XV of the  Arizona  Cons titution a s  we ll a s  the  Compe titive  Rule s ,

21 it is  jus t and reasonable  and in the  public inte res t for Applicant to es tablish ra tes  and charges  tha t a re

22 not le s s  tha n the  Applica nt's  tota l s e rvice  long-run incre me nta l cos ts  of providing the  compe titive

23 services approved herein.

24 7. Va luTe l is  a  tit and prope r entity to rece ive  a  CC&N to provide  re sold loca l exchange ,

25 and re sold long dis tance  se rvice s  in Arizona , subject to S ta ffs  re commenda tions  and conditions  se t

26 forth he re in.

27

28

6 DECISION NO.
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1

2 IT IS  THEREFORE ORDERED tha t the  a pplica tion of Va luTe l Communica tions , Inc., for a

3 Ce rtifica te  of Convenience  and Necess ity for authority to provide  compe titive  re sold loca l exchange

4 a nd re s old long dis ta nce  te le communica tions  s e rvice s  in  Arizona , is  he re by gra nte d, s ubje ct to

5 complia nce  with S ta ffs  conditions  s e t forth in Finding of Fa ct No. 22 a nd 23 a nd a s  modifie d in

6 Finding of Fa ct No. 37 a nd in the  following Orde ring Pa ra gra phs .

7 IT IS  F UR THE R  O R DE R E D th a t Va lu Te l C o m m u n ic a tio n s ,  In c . ,  s h a ll p ro c u re  a

8 pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit e qua l to $25,000, which s ha ll re ma in in

9 e ffe ct until furthe r Orde r of the  Commis s ion.

10 IT IS  FURTHER ORDERED tha t Va luTe l Communica tions , Inc .,  s ha ll file  the  o rig ina l

11 pe rforma nce  bond or origina l irre voca ble  s ight dra ft le tte r of cre dit, in a  form a cce pta ble  to S ta ff,

12 with the  Commiss ion's  Bus ine ss  Office  and copie s  of the  pe rformance  bond or irrevocable  s ight dra ft

13 le tte r of cre dit with  Docke t Control, a s  a  complia nce  ite m in  this  docke t, within  30 da ys  of the

14 effective  da te  of this  Decis ion.

15 IT IS  FURTHE R ORDE RE D th a t if Va lu Te l Co mmu n ica tio n s ,  In c .  b e g in s  to  ch a rg e

16 a dva nce s  or pre pa yme nts  or de pos its  for its  re s old loca l e xcha nge  s e rvice  it s ha ll incre a s e  the

17 minimum pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit a mount of $25,000 if a t a ny

18 time  it would be  insufficie nt to cove r a dva nce s , de pos its  a nd/or pre pa yme nts  colle cte d from Va luTe l

19 Communica tion's  Inc., cus tome rs . The  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit

20 should be  increased in increments  of $12,500, and the  increase  should occur with the  tota l amount of

21 the  advances , depos its  and/or prepayments  is  within $2,500 of the  pe rformance  bond or irrevocable

22 s ight dra ft le tte r of credit amount.

23 IT IS  FURTHER ORDERED tha t Va luTe l Communica tions , Inc., s ha ll docke t conforming

24 ta riffs  for e a ch s e rvice  gra nte d  he re in  with in  365 da ys  of th is  De cis ion or 30  da ys  prior to  d ie

25 provis ion of s e rvice , whiche ve r come s  firs t. The  docke te d ta riffs  sha ll coincide  with the  a pplica tion

26 file d in this  ma tte r a nd s ha ll s ta te  tha t Va luTe l Communica tions , Inc., doe s  not colle ct a dva nce s ,

27 depos its  and or/or prepayments  from its  cus tomers .

28

ORDER

7 DECIS ION NO.
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IN WITNESS WHEREOF, I, DEAN s. MILLER, Interim
Executive Director of the Arizona Corporation Commission,
have hereunto set my hand and caused the official seal of the
Commission to be affixed at the Capitol, in the City of Phoenix,
this day of , 2007.

DEAN s. MILLER
INTERIM EXECUTIVE DIRECTOR

DIS S ENT

DIS S ENT
YBK:db

8 DECISION no.
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1 IT IS  FURTHER ORDERED tha t if Va luTe l Communica tions , Inc ., fa ils  to  me e t the

2 time fra me s  s e t forth he re in, the  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity conditiona lly gra nte d

3 herein shall become null and void, after due process.

4 IT IS  FURTHER ORDERED tha t if Va luTe l Communica tions , Inc., de s ire s  to  colle ct

5 advances, deposits and/or prepayments from its  resold long distance customers in the future, ValuTel

6 Communica tions , Inc., s ha ll file  a n a pplica tion with the  Commis s ion for a pprova l a nd s uch

7 application shall reference the Decision in this  matter.

8 IT IS FURTHER ORDERED tha t this  Decis ion sha ll become effective  immedia te ly.

9 BY ORDER OF THE ARIZONA CORP ORATION COMMIS S ION.

10

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

21

22

23

24

25

26

27

28



1 S ERVICE LIS T FOR:

2 DOC KE T NO.:

VALUTEL COMMUNICATIONS, INC.

T-04312A-05-0295

3

4

5

Melvin Reams
VALUTEL COMMUNICATIONS, INC.
13809 North Highway 183, Suite 705
Austin, TX 78750-1246

6

7

8

9

Chris tophe r Ke mple y, Chie f Couns e l
Le ga l Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007

10

11

Erne s t G. J ohns on, Dire ctor
Utilitie s  Divis ion
AR IZO NA C O R P O R ATIO N C O MMIS S IO N
1200 We s t Wa s hington S tre e t
P hoe nix, Arizona  85007
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